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NO  SURFACE  USE  OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  7th  day  of  July,  2008,  between  Lany  Charles  Smith,  a  single  man,  Lessor  (whether  one  or  more),  whose  address  is:  6516  Mesa 
Ridge  Ct,  Fort  Worth  Tx  76137-2045,  and  XTO  Energy  Inc.,  whose  address  is;  810  Houston  St.,  Fort  Worth,  Texas  761 02,  Lessee,  WITNESSETH: 

1.  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and  agreements  of 
Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  for  the  purposes  and  with  the  exclusive  right  of  exploring,  drilling, 
mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to  those  mentioned),  together  with  the  right  to  make 
surveys  on  said  land,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface  disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks, 
power  stations,  telephone  lines,  employee  houses  and  other  structures  on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for,  producing, 
treating,  storing  and  transporting  minerals  produced  from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby,  herein  called  "said 
land,"  is  located  in  the  County  of  Tarrant,  State  of  Texas,  and  is  described  as  follows: 

See  Exhibit  "A"  attached  hereto  and  made  a  part  hereof: 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  aB  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above  described  and  (a) 
owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or  (b)  as  to  which  Lessor  has  a  preference 
right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a  more  complete  or  accurate  description  of  said  land.  For  the 
purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder,  said  land  shall  be  deemed  to  contain  0.24423  acres,  whether  actually  containing  more 
or  less,  and  the  above  recital  of  acreage  in  any  tract  shall  be  deemed  to  be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  mis 
lease  and  ail  rights  and  options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  three  (3.00000)years  from  the, 
date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  said  land  with  no  cessation  for  mo^ 
than  ninety  (90)  consecutive  days. 

.'SCI 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliverto  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the  equal  25%  parfjijfc 
all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessorthe  average  posted  market  price  of  such  25%  part  6f> 
such  oil  at  the  weHs  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in  either  case,  to  bear  25%  of  the  cost  of  treating  oil  to  render  it  marketable 
pipe  line  oil;  (b)To  pay  LessoF  on  gas  and  casinghead  gas  produced  from  said  land  (1)  when  sold  by  Lessee,  25%of  the  amount  realized  by  Lessee,  computed  at  the 
mouth  of  the  wefl,  or  (2)  when  used  by  Lessee  off  said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  weO,  of  25%of 
such  gas  and  casinghead  gas;  (c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  file 
well  or  mine  at  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the  primary 
term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been  pooled,  capable  of 
producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  being  conducted  on  sard  land  for  so 
long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  had  occurred.  Lessee  covenants  and  agrees  to  use  reasonable 
diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from  said  wells,  but  in  the  exercise  of  such  dfligence,  Lessee  shall  not  be  obligated  to 
install  orfumishfaalrfesotherthanweB  facilities  and  ordinary  lease  facilifiesoffiow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to 
market  gas  upon  terms  unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety 
consecutive  days,  and  during  such  time  mere  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  pay  ortender, 
by  check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  Ske  payments  or  tenders  at  or 
before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  Is  being  continued  in  force  solely  by  reason  of  the 
provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  which 
would  be  paid  underthis  lease  if  the  weBs  were  producing,  and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the 
depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  ortenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to 
be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other  method  of  payment  herein  provided,  pay  ortender  such  shut-in  royalty,  in  the  manner  abov&specified, 
either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect  Any  payment  hereunder  may  be  made 
by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last 
date  for  payment  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole  or  m  part 
lability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease,  and/or  with  any 
other  land,  lease,  or  leases,  as  to  any  or  ail  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres,  plus  10%  acreage  tolerance; 
provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to  any  one  or  more  horizons,  so  as  to  contain  riot 
more  than  640  surface  acres  plus  10%  acreage  tolerance,  rf  limited  to  one  or  more  of  the  following:  (1)gas,  other  than  casinghead  gas,  (2)  liquid  hydtrocarbxps 
(condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced  from  wells  classified  as  gas  wells  by  the  conservation  agency  navifih' 
jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the  time  established,  or  after  enlargement,  are  permitted  or  required  under  any  p^emrfienel 
rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a  regular  location,  or  for  obtaining  maximum  alowable  from  any  well  to  be  drilled,  drilling,  or  already  drifted,  any  such 
unit  may  be  established  or  enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each 
desired  unit  by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become  effective 
as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit  shall  become  effective  on  the 
date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  while  this  lease  is  in 
force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit  or  on  other  land 
unitized  therewith.  A  unit  established  hereunder  shall  be  vaBd  and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold 
Interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all 
puiposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  lease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within 
each  such  unit  (orto  each  separate  tract  within  the;  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized  minerals 
from  the  unit,  after  deducting  any  used  in  tease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this 
lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit  and  the  production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or 
defivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to  which  allocated  in  the 
same  manner  as  though  produced  therefrom  underthe  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the 
accrual  of  royalties  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The 
formation  of  any  unit  hereunder  which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  Wife  lease 
(including,  without  limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and  parties 
owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not 
so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  all  pooled  leases  are  released  as  to  lands  within  the  unit  At  any 
time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  in  the  public  office  where  this  lease  is  recorded  a  declaration 
to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from  such  unit  Any  una  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by 
Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the  original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the 
pooled  acreage  is  located.  Subjectto  the  provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  tease  subject  thereto 
shall  remain  in  force.  If  this  tease  now  or  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  Interests  as  between  any  such  separate  tracts'© 
intended  or  shall  be  implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to  pooijft 
unitize  as  provided  m  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph  4  the  words  "separate  tracTmsSft 
any  tract  with  royalty  ownership  differing,  now  or  hereafter,  eSher  as  to  parties  oramounts,  from  that  as  to  any  other  part  of  the  leased  premises. 

5.  Lessee  may  at  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any  part  or  all  of  said 
land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

6.  Whenever  used  in  this  lease  the  word  "operations"  shal  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location  or  access  road  drillinq 
testing,  completing,  reworking,  recompteijng,  deepening,  sidetracking,  plugging  back  or  repairing  of  a  well  in  search  for  or  in  an  endeavor  to  obtain  production  of-oil 
gas,  sulphur  or  other  minerals,  excavating  a  mine,  production  of  oa,  gas,  sulphur  or  other  mineral,  whether  or  not  in  paying  quantities. 

7.  Lessee  shall  have  the  use,  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all  operations 
hereunder.  Lessee  sha  I  have  tiie  nght  at  any  time  to  remove  all  machinery  and  fixtures  placed  on  said  land,  including  the  right  to  draw  and  remove  casing  to  wefl 
shall  be  dnlled  nearer  than  200  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor.  Lesselshall  pay  for  ^SsSiS  byte 
operations  to  growing  crops  and  timber  on  said  land.  '  ^  ********  »y 

8.  The  rights  and  estate  of  any  party  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the  covenants, 
obligations,  and  considerations  of  this  lease  shall  extend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns  and  successive  assfcins  No 
change  or  division  in  the  ownership  of  said  land,  royalties,  or  other  moneys,  or  any  part  thereof,  howsoever  effected,  shaB  increase  the  obligations  or  diminish  the 
nghts  of  Lessee,  including,  but  not  limited  to,  the  location  and  drilling  of  wells  and  the  measurement  of  production.  Notwithstanding  any  other  actual  or  constructive 
knowledge  or  notice  thereof  of  orto  Lessee,  rtssuccessorsorassigns,  no  change  ordlvision^  orthe 


acreage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary  or  convenient  for  current  operations  °PeraDons 

h*  rhlSiSS*  hTbl warrants  !"d  a9rees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and  interests  hereunder  shall 

^?™^lSn^^SOr,  eST        °r  after  ""ft*'  ^  to  suoro9at*l  to  ^  rights  of  the  holder  thereo ™d  toffiSSSSSffl^fim 
royaRies  or  otfier  payments  payable  or  which  may  become  payable  to  Lessor  and/or  assigns  under  this  lease  If  this  lease  covers  a  lew  Stares  in TihFS  ™T 

exeS  by  allSnaSS  ^lSSSJ."*8*        P        '  Sh3" be  bhdhB  UP°n  630,1  ^  io  11  ™thout  rega*  to  wnetter  ft  is 

nmnrl^'^Ji?  te  ln  for?e'  5  ^^J*  ^l011  t"6  P"'™*  tam  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in  well  provisions  of 
ES^lSLSf^  ^  mndu^"9  operahons  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation,  (whether  or  not  suteSuenHy 


.  a  A?'  ^°^^stn^  this  lease  covers  and  include 

the diSgof  friSfS  3"  ^ this  ,ease  the         and  use  by  Lessee  <*  anv  exislin9      and/or  wellbore  shall  be  deemed  the  same  as 


13   Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
Si?r°hIClf  iHS1a  h6J  WhiCS  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying  quantities  and  the 
date  such  well  is  snut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface  restrictions  as 
may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited  and  Lessee  may  encounter 
difficulty  securing  surface  locations)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling,  reworking  or  other  operations  are  either  restricted 
°Lu  f."owed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such  operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands 
with  which  said  land  are  pooled  in  accordance  with  this  lease,  provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling 
reworking,  producing  or  other  operations  under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on 
said  land.  Nothing  contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
LESSOR(S): 


Larry  Charles  Smith 


Acknowledgement 


STATE  Ot^CfeM-CLo  } 
COUNTY  Op*JkX<irfOJt^f  } 


}ss. 


This  instrument  was  acknowledged  before  me  on  the  5^    davof  |f\u  cJJ.S'b         20Cg  by    U\QJLlj  Qjro^f\xJ^  cS^Ctb 


My  commission  expires:  <^v^,„,?7 


Sianature^iVlLr^O^>r 
Printed  _ 


Notary  Public 


Seal: 


% 


%»«minnim^ 


EXHIBIT 'A* 

This  ExrjM  'A'  is  attached  to  and  made  a  part  of  that  certain  Oil,  Gas  and  Mineral  Lease  dated 
the  3etftTday  of  Jj5re72008  by  and  between  Larry  Charles  Smith,  a  single  man,  as  Lessor  and 
XTO  Energy  Inc.,  as  Lessee. 


BEING  0.24423  acres  of  land,  more  or  less,  and  being  described  in  ONE  TRACKS')  as 
follows: 

Being  0.24423  acres  of  land,  more  or  less,  and  being  Stoneglen  At  Fossil  Creek  Addn 
Blk  13  Lot  4  ,  an  Addition  to  the  City  of  Fort  Worth,  Tarrant  County,  Texas  and  being 
more  particularly  described  as  a  Deed  dated  4/5/1996  and  recorded  at  Book  0012322  and 
Page  0002034  of  the  Deed  Records  of  Tarrant  County,  Texas. 


15.  Option  Clause:  Notwithstanding  anything  to  the  contrary  contained  herein,  Lessee 
is  hereby  granted  the  exclusive  option,  to  be  exercised  prior  to  the  date  on  which  this 
lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and  provisions,  of 
extending  this  lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the 
acreage  described  herein.  The  only  action  required  by  Lessee  to  exercise  this  option  being 
payment  to  Lessor,  or  to  Lessor's  credit  with  the  depository  bank  named  herein,  of  an 
additional  consideration  of  the  sum  of  $5,666.67  per  net  mineral  acre  so  extended,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be 
exercised  as  herein  provided,  it  shall  be  considered  for  all  purposes  as  though  this  lease 
originally  provided  for  a  primary  term  of  five  (5)  years.  If  this  lease  is  extended  as  to  only 
a  portion  of  the  acreage  then  covered  hereby,  Lessee  shall  designate  such  portion  by  a 
recordable  instrument 

16.  Surface  Restrictions:  It  is  agreed  by  and  between  the  parties  hereto,  that  no  surface 
operations  will  be  conducted  upon  the  above-described  leased  premises  without  the  prior 
written  consent  of  Lessor. 


Signed  for  Identification: 


Larry  Charles  Smith 


ADDENDUM  TO  PEL.  GAS  AND  MINERAL  LEASE 


This  addendum  is  attached  to  and  made  part  of  that  certain  oil,  gas,  and 
mineral  lease  between  Larry  Charles  Smith,  a  single  man,  ("Lessor"),  and  XTO 
ENERGY  INC.,  ("Lessee"),  a  Delaware  corporation,  dated  July  7th,  2008.  If  any  of  the 
following  provisions  conflict  with  or  are  inconsistent  with  any  of  the  printed  provisions 
of  the  lease,  the  following  provisions  shall  control. 


I. 

This  lease  shall  be  specifically  limited  to  the  production  of  oil  and  gas  and  those 
other  gaseous  or  liquid  hydrocarboneous  minerals  located  within  the  Leased  Premises 
and  produced  through  a  well  bore. 

n. 

Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses 
for  exploration,  drilling,  development  and  production,  including,  but  not  limited  to, 
dehydration,  storage,  compression,  separation  by  mechanical  means  and  product 
stabilization,  incurred  prior  to  the  oil,  gas  and  other  mineral  production  leaving  the 
leased  premises  or  prior  to  delivery  into  a  pipeline  or  gathering  system,  whichever 
occurs  first;  provided,  however,  (a)  Lessee  shall  have  free  use  of  produced  oil  and  gas 
for  operations  conducted  on  the  leased  premises  or  lands  pooled  therewith,  and  the 
royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so 
used,  and  (b)  Lessor's  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes 
and  production,  severance  and  other  taxes  and  the  actual,  reasonable  costs  (including 
compression  and  related  fuel  charges)  paid  to  or  deducted  by  a  third  party  to 
transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral 
production  off  the  leased  premises  in  order  to  make  the  oil,  gas  and  other  mineral 
production  saleable,  increase  its  value  or  in  order  to  get  the  oil,  gas  and  other  mineral 
production  to  a  market. 


III. 

After  the  Primary  Term,  if  there  is  a  gas  well  on  this  Lease  that  is  capable  of 
producing  in  paying  quantities,  but  gas  is  not  being  sold  for  a  period  of  sixty  (60) 
consecutive  days,  and  this  Lease  is  not  otherwise  being  maintained,  Lessee  shall  pay 
or  tender  an  annual  shut-in  royalty  of  $50.00  per  acre  then  covered  by  this  Lease. 
Payment  with  respect  to  such  well  will  be  due  within  ninety  (90)  days  after  the  later  of 
(i)  the  date  the  well  is  shut-in,  or  (ii)  the  date  this  Lease  is  not  otherwise  being 
maintained.  Thereafter,  while  such  well  remains  shut-in,  Lessee  shall  make  shut-in 
payments  in  the  same  amount  at  annual  intervals  on  or  before  the  anniversary  of  the 
date  the  first  payment  is  due.  While  any  such  well  is  shut-in,  this  Lease  shall  be 
considered  as  producing  in  paying  quantities  for  all  purposes  of  this  Lease.  At  the 
option  of  Lessee,  which  may  be  exercised  by  Lessee  giving  notice  to  Lessor,  a  well 
which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of 
producing  in  paying  quantities  and  the  date  such  the  well  is  shut-in  shall  be  when  the 
drilling  operations  are  completed.  It  is  expressly  agreed  and  understood  that  Lessee 
shall  have  no  right  to  maintain  this  lease  in  force  after  the  expiration  of  the  primary 
term  hereof  by  payment  of  shut-in  gas  royalty  for  any  period  exceeding  twenty-four 
(24)  consecutive  months.  The  payment  or  tender  of  royalty  under  this  paragraph  may 
be  made  by  the  check  of  Lessee  mailed  or  delivered  to  the  parties  entitled  thereto  on  or 
before  the  due  date. 


IV. 

Unless  terminated  otherwise,  it  is  expressly  agreed  and  understood  that  at  the 
end  of  the  primary  term  of  the  lease  or  the  expiration  of  the  operations,  additional 
drilling,  reworking  and  continuous  development  provisions  of  this  lease,  whichever  is 
later,  this  lease  shall  terminate  as  to  all  depths  one  hundred  (100)  feet  below  the 
stratigraphic  equivalent  of  the  base  of  the  deepest  formation  drilled. 


V. 


Lessee  agrees  to  include  all  of  the  Leased  Premises  in  any  unit  formed  for 
pooling  purposes  and  shall  not  include  any  fractional  portion  of  the  Leased  Premises 
without  the  prior  written  consent  of  Lessor. 


VI. 

Lessee  may  at  any  time  and  from  time-to-time  execute  and  deliver  to  Lessor  or 
file  for  record  a  release  or  releases  of  this  lease  as  to  any  part  or  all  of  said  land  or  any 
mineral  or  horizon  under  the  lease,  and  thereby  be  relieved  of  all  obligations  incurred 
after  such  release,  unless  Lessee  is  restricted  from  surrendering  the  lease  by  the  terms 
of  a  pooling  agreement  governing  the  land  covered  by  this  lease. 

VII. 

Lessee  shall  notify  Lessor  of  any  assignment  or  sublease  of  this  lease,  and  all 
assignees  or  sublessee  shall  be  subject  to  all  of  Lessee's  obligations  under  this  lease. 
Lessor  shall  notify  Lessee  of  any  assignment  of  Lessor's  interest  in  the  land  covered 
by  the  Lease. 


VIII. 

Lessor  shall  have  no  obligation  to  act  or  support  any  variance,  waiver,  or  other 
relief  sought  by  Lessee  from  any  law,  rule,  regulation,  or  order  applicable  to  the  Leased 
Premises. 

IX. 

In  the  event  Lessor  considers  that  Lessee  has  failed  to  comply  with  any 
obligation  imposed  by  the  lease,  express  or  implied,  Lessor  shall  notify  Lessee  in 
writing,  specifying  in  what  respect  Lessor  claims  Lessee  has  breached  this  lease.  If, 
within  60  days  after  the  receipt  of  such  notice,  Lessee  shall  meet  the  breach  alleged  by 
Lessor,  Lessee  shall  not  be  deemed  to  be  in  default  of  the  lease.  If  Lessee  fails  to  meet 
the  specified  obligations  and/or  conditions  of  the  lease  within  said  60  day  notice 
period,  Lessor  shall  have  the  right  to  pursue  all  available  remedies  at  law  or  in  equity. 

X. 

Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not  enter 
upon  the  surface  of,  cross  over,  place  any  structure  or  building  upon,  or  conduct  any 
operations  (including  but  not  limited  to  geophysical/ seismic  operations)  on  the 
surface  of  the  Property,  or  within  six  hundred  feet  (600'j  of  the  Property.  Lessee  shall 
only  develop  the  Property  by  pooling,  as  provided  herein,  or  by  directional  or 
horizontal  drilling  commenced  from  a  surface  location  on  other  lands. 
Notwithstanding  anything  to  the  contrary  in  the  Lease,  Lessee  has  no  right  to  drill 
horizontally,  vertically,  or  at  an  angle  under  the  Property  at  any  depth  that  is  less 
than  three  hundred  (300)  feet  below  the  surface.  All  subsurface  easements  provided 
by  this  provision  shall  terminate  upon  the  expiration  of  the  lease. 

XI. 

Should  Lessee  be  prevented  by  reason  of  Force  Majeure  from  complying  with 
any  express  or  implied  covenant  of  this  lease  (other  than  a  requirement  to  pay  money 
that  has  already  accrued  and  is  due),  from  conducting  drilling  or  reworking 
operations  under  the  lease,  or  from  producing  oil  or  gas,  then  while  so  prevented, 
that  covenant  will  be  suspended;  Lessee  will  not  be  liable  for  damages  for  failure  to 
comply  with  the  lease;  this  lease  will  be  extended  so  long  as  Lessee  is  prevented  from 
conducting  drilling  or  reworking  operations  on  or  from  producing  oil  or  gas  from  the 
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lease  premises;  and  the  time  while  Lessee  is  so  prevented  will  not  be  counted  against 
Lessee.  "Force  Majeure"  means  any  Act  of  God,  riot,  war,  insurrection,  strike,  any 
federal  or  state  law,  or  any  rule  or  regulation  of  governmental  authority,  but  financial 
reasons  or  shortage  of  equipment  shall  not  be  considered  Force  Majeure.  Force 
Majeure  shall  extend  this  lease  for  a  reasonable  period  of  time  beyond  the  end  of  the 
actual  Force  Majeure,  in  order  for  Lessee  to  prepare  for  and  to  proceed  with 
conducting  the  desired  operations  on  or  from  producing  oil  or  gas  from  the  leased 
premises. 


XII. 

Lessor  warrants  and  agrees  to  defend  the  title  to  the  leased  premises  against  all 
persons  who  lawfully  claim  title  to  the  leased  premises  or  any  part  thereof,  by,  through 
or  under  Lessor,  but  not  otherwise,  and  Lessor  assigns  to  Lessee  any  warranties  of 
title  that  were  made  to  Lessor  and  Lessor's  predecessors.  If  Lessor  owns  an  interest  in 
the  Leased  Premises  that  is  less  than  the  entire  mineral  interest  under  the  Leased 
Premises,  then  the  royalties  and  shut-in  payments  payable  under  the  lease  will  be 
reduced  proportionately. 


XIII. 

Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling, 
completion  and  reworking  of  wells  shall  comply  with  the  City  of  Fort  Worth  Drilling 
Ordinance,  as  amended.. 

XIV. 

At  all  times  while  this  lease  is  in  force,  Lessee  shall  acquire  and  maintain 
insurance  covering  all  of  its  operations  on  the  Leased  Premises,  including  any  work 
performed  on  its  behalf  by  contractors,  subcontractors,  and  others.  The  policies  shall 
include  coverage  for  comprehensive  general  liability,  for  bodily  injury  and  property 
damage,  blowout  and  loss  of  well  coverage,  and  coverage  for  any  damage  to  the 
environment,  including  coverage  for  the  cost  of  clean  up  and  surface  remediation.  The 
coverage  shall  be  in  the  rninimum  amount  of  $5,000,000.  Upon  written  request, 
Lessee  shall  furnish  a  certificate  from  the  issuing  insurance  company  or  companies 
evidencing  the  coverage.  Such  insurance  requirements  may  be  met  by  a  combination 
of  self-insurance,  primary,  and  excess  policies. 


XV. 

LESSEE  AGREES  TO  INDEMNIFY  AND  HOLD  HARMLESS  LESSOR,  AND 
LESSOR'S  REPRESENTATIVES,  EMPLOYEES,  TRUSTEES,  VOLUNTEERS,  AGENTS, 
SUCCESSORS,  AND  ASSIGNS  AGAINST  ALL  EXPENSES,  CLAIMS,  DEMANDS, 
LIABILITIES,  AND  CAUSES  OF  ACTION  OF  ANY  NATURE  FOR  INJURY  TO  OR  DEATH 
OF  PERSONS  AND  LOSS  OR  DAMAGE  TO  PROPERTY,  INCLUDING,  WITHOUT 
LIMITATION,  REASONABLE  ATTORNEY  FEES,  EXPERT  FEES,  AND  COURT  COSTS, 
CAUSED  BY,  OR  RESULTING  FROM  LESSEE'S  OPERATIONS  UNDER  THIS  LEASE, 
INCLUDING  LESSEE'S  MARKETING  OF  PRODUCTION  FROM  THE  LEASED 
PREMISES  OR  ANY  VIOLATION  OF  ANY  ENVIRONMENTAL  REQUIREMENTS  BY 
LESSEE  AS  USED  IN  THIS  PARAGRAPH,  THE  TERM  "LESSEE"  INCLUDES  LESSEE, 
ITS  AGENTS,  EMPLOYEES,  SERVANTS,  CONTRACTORS,  AND  ANY  OTHER  PERSON 
ACTING  UNDER  ITS  DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT 
CONTRACTORS.  AS  USED  IN  THIS  PARAGRAPH,  THE  TERM  "LEASE  PREMISES" 
INCLUDES  THE  LAND  COVERED  BY  THIS  LEASE.  LESSEE'S  INDEMNITY 
OBLIGATIONS  SURVIVE  THE  TERMINATION  OF  THIS  LEASE. 


XVI. 

Lessee's  obligations  to  pay  money  under  this  Lease  are  to  be  performed  in 
Tarrant  County,  Texas. 
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XVII. 


For  the  same  consideration,  Lessor  hereby  grants  unto  Lessee,  its  successors  and 
assigns,  the  option  to  extend  the  primary  term  of  this  lease  for  an  additional  two  (2) 
years  from  the  expiration  of  the  original  primary  term  hereof  as  to  all  or  any  portion  of 
the  acreage  then  held  hereunder  which  would  expire  unless  so  extended.  This  option 
may  be  exercised  by  Lessee,  or  its  successors  and  assigns,  at  any  time  during  the 
primary  term  hereof  by  paying  to  Lessor  or  to  Lessor's  credit  at  the  depository  bank 
which  may  be  named  herein,  a  sum  equal  to  two-thirds  of  the  original  bonus  paid  per 
net  mineral  acre  for  this  lease,  which  payment  shall  cover  the  two  years  of  the 
extended  term  and  Lessor  acknowledges  that  there  will  be  no  rental  payments  due  for 
or  during  the  extended  term.  Payment  made  be  made  by  check  or  draft  mailed  or 
delivered  to  Lessor  or  to  said  depository  bank  which  may  named  herein.  Should  this 
option  be  exercised  as  herein  provided,  it  is  agreed  that  Lessee  may  execute  and  file  of 
record  an  appropriate  recordable  instrument  evidencing  the  exercise  of  this  option. 
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